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Abstract 
Taiwan Economy has undergone a turbulent time for the past two decades. Long time recession coupled with 
uncertainty in business environment (both politically as well as economically) rendered many businesses into bust. 
Those which have barely survived are all considering kinds of survival or revival strategy.  Local retailing business 
firms (especially those Department stores majoring in high – street sales items) are of course no exception to this 
turbulent impact. Due to opening up of the local retailing market and foreign competitor’s entry in the wake of WTO, 
fierce competition come hands in hands with innovation on merchandising & proactive strategy. The turnaround and 
innovative strategy of Far-Eastern Department Store (a leading retailing brand short as FED) comes just in time to 
rescue it out of the chaotic situation & difficulty. This paper will first review how this strategy, which is called FE21’ 
Mega Project, is formulated & implemented, and later explain how it can be exemplified as the typical case of 
localized innovation of Taiwanese merchandisers under globalization of retailing. 
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1. Introduction 
ġġġġ Department store industry has often been depicted as window of economic development and its 
performance is indeed highly related with the general picture of overall economic growth of a country. As 
shown in the following Table1, during the period of 1991~2011, the sales of retailing industry  in general 
in Taiwan had risen in 5.4 times relative to the 3 times in growth of  GDP per capita [1]. 
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Table 1. GDP growth & retail salesġ 
 
1991 2011 Growth  
GDP per capitaġĩŖŔĥĪ 7,000 20,000 300% 
Total Retailing SalesġĩŖŔĥĪ 14b 75b 540% 
Riding on this spending spree and economic upturn, many local department stores had started and 
expanded in the last two decades.  However, when general economic growth slowed in recent years, 
together with the fact that many foreign department stores, especially those from Japan, have entered the 
local market, these once – profitable stores have all faced some sort of problems or others [8]. Some even 
went into financial trouble. Those which want to survive then must do something about this situation. 
   
Meanwhile the local consumers grow more sophisticated than before due to the fact that they could get 
access to the latest fashion & market trend through multi-media channel [7]. It is thus essential for the 
retailing players, whether as foreign intruders or the above – mentioned turn-around local firms to provide 
them with more innovative & valuable way of shopping. Thus we see so many new and innovative large 
retailing outlets emerging island wide. Such as: Pacific City, Breeze Square, Win dance Unit-president 
Hankiu, and the Taipei101 Mall, which claimed to be the tallest building world-wide. Some of these 
projects accommodate many sophisticated & modern tenant stores resembling their counterparts in the 
advanced society, and remind us of ever-increasing influence of global brands. 
   
It is in this content of globalization of retailing industry, together with the need to renovate their 
business & retailing skills, many local department stores have started to change. FED is one of these 
examples, and has transformed itself rather successfully. We will discuss its transformation in a more 
detailed way later. Before that we will need to explore a little more about the innovation theory in general 
and retailing innovation in special. 
2.   Innovation & Retailing Theory 
Schumpeter (1961) [2] thinks the broad definition on Innovation should include: new products, new 
process, discovery and supply of new materials, development of new markets and new organization 
which breaks up monopoly or instead creates a new monopoly. In his opinion, profit is the return for 
innovation, and only when business has innovation would it have surplus profit to finance future growth 
or expansion. 
2.1. Approaches to Innovation and Dynamics Retailing 
  For the above five cases of innovation mentioned by Schumpeter (1961), two are of special 
relevance for dynamics retailing: (1) the production of a new type of product, meaning one unknown to 
consumers, and (2) introduction of a new method of production which may be, based on new scientific 
advancement or new methods of dealing commercially with a product. The introduction of a new product 
is equivalent to the introduction of a new retail format, which mostly deals with the provision of 
intangible services. Process innovations can then be closely related to physical facility, payment and 
marketing innovations in retailing, often made possible by the modern IT(Information Technology) 
(Meyer-onle,2003) [3]. 
  But what is really new and innovative? In the opinion of Schumpeter (1961:100), he regarded 
phenomena that were not the result of continuous adaptations as new and innovative. Likewise, El-
Ambary (1984:470) [4] regarded innovation as an activity that has disruptive effects in the market. 
However, in the present discussion, we will try to augment the innovations in retailing so that they could 
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also mean dynamic changes and continuous improvement, which are more appropriate in the FE’21 Mega 
case discussed here. 
2.2. Wheel of Retailing 
The theoretical discussion with innovation in the retail sector has focused mostly on the innovation of 
new retail formats and the development of hypotheses about the processes surrounding the introduction 
and development of these retail formats. This field of research is even characterized as one of the most 
prominent within modern marketing research (Savant 1989:336) [5]. While it is not the aim of this paper, 
a short introduction of the representative theory of wheel of Retailing seems to be helpful in 
understanding issues involved in the dynamics of retailing. 
  Once it is fashionable to use location advantages or disadvantages to explain the life cycle of 
retailing, as demonstrated by the theory of wheel of Retailing, shown below (Fig.1): 
 
           Price of Merchandise 
             X Department store 
                                                                X ġŔupermarket 
                                                           Location +/- 
                                         X Discount store 
                                                      X Shopping mall 
 
Fig. 1. Wheel of Retailing 
But it is necessary to point out that two factors have somewhat turned this wheel of Retailing into less 
useful in predicting change of retailing outlets. They are the emergence of Shopping mall and 
motorization. Today it seems more fruitful if we look at the change of retailing from the perspective of 
innovative value. In other words, it is not only Location advantages that decide the fate of retailing types, 
but it also matters how retailing brings service value to customers and add up their utility . So it is defined 
here that retailing innovation is how it changes its merchandising & service and attract more customer. In 
the contact of retailing environments & challengeable faced by department stores, two innovative models 
are emerging (The Economist: Nov.22nd, 2003):  
• The first is strong retail brand approach as demon started by Marks & Spencer’s, which is more 
interested at promoting its own store brand than any individual brands under its roof. 
• The second model for succors is the renovation “showcase” approach in the old time. And Selfridges is 
to day undisputed champion of this model.  Selfridges recently opens a regional outlet is in 
Birmingham, U.K, which instantly attract interested customers with its architecturally fancy building. 
   We would discuss the development and transformation case of FED in the next part in details. 
3. Development of FED & Transformation 
As shown in Table 2 below, the development of FED is closely related with the general economic 
performance in Taiwan. 
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Table 2: Brief Development of FED 
 
ġġġġġġġġġġġġġItems 
 
Periods 
Milestones / Events Environments 
1. Late ‘60 1st  Department Store established in 1967 at Taipei 
GDP per capita Taiwan: 
US$ 2000 ~ 2500 
2. ’71 ~ ‘80 
New Stores established 
As demand increased 
GDP per capita: 
US$ 2800 ~ US$ 4500 
3. ’81 ~ ‘90 
Additional stores established around the island cincturing Newly – 
urbanized areas 
1st – Generation store Concept 
GDP per capita: US$ 4700 ~ 7000 
Taiwan emerged as one of newly – 
industrialized  countries 
4. ’91 ~ ’’00 
Redecoration of most stores to attract young & fashion shoppers. 
2nd  – Generation store concept 
GDP per capita:  
US$ 7500 ~ 10,000 
Entry of Inbound Foreign Retailing 
Competitors & Mass Merchandisers. 
5. ’’00 ~ ’’10 3rd – Generation FE’21 Mega has been implemented. 
GDP per capita: 
US$ 10,000 ~ 20,000 
Taiwan joins WTO 
Taiwan signs ECFA 
With China 
Source: This Research.  
It is in the period of 2000 to 2011 that FED has successfully implemented the third generation of 
innovation and built three flagship stores island-wise. Why retailing business is so much in prosperity 
during this period, and why FED has the necessary resources to carry out the expansion? To answer these 
questions, we must first analyze the macro-economic situation of Taiwan first. 
After struggling for so many years, Taiwan had finally joined WTO in January, 2002. Taiwan also 
signed ECFA with China in 2010. As Taiwan gains the great opportunity of joining the global market, it 
has also benefited a lot from this achievement. (See Table 3, for trade figure and growth during the past 
decade) 
 
Table 3 TŢŪŸŢůġŵųŢťŦġŨųŰŸŵũ (2002̚2010)  
U$˖M 
 2002 2003 2004 2005 2006 2007 2008 2009 2010 
EX 
135,316 
(100%) 
150,600 182,370 198,431 224,017 246,676 255,628 203,674
274,642 
(203%) 
IM 
113,245 
(100%) 
128,010 168,757 182,614 202,698 219,251 240,447 174,371
251,395 
(222%) 
BAL 22,070 22,590 13,612 15,817 21,319 27,425 15,180 29,304 23,237 
EX=Export IM=Import BAL=Balance Source: National Statistics 
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3.1.  Trade Growth and Business Innovation  
From above trade figures, it is quite clear that both export and import amounts have grown two times 
compared with those of 10 years ago. Balance of trade has been relatively stable during the same period. 
Initially these figures suggest that joining WTO and joining ECFA with China have given relatively good 
chance for many famous Taiwanese brand such as Acer, AUSU, and Giant o become globally competitive 
MNCs. Also many local retailing giants like Uni-President, 7-11, and Master Kong, by Transformation & 
Innovative Process, have gained their significant branding position in the same period. Though FED is 
mainly focused on local retailing market, it also takes this growth opportunity to expand its island-wise 
marketing operation. FED has decorated its flagship stores around the island and augmented 
merchandising. This pro-marketing strategy has gained itself significant marketing position. Meanwhile 
its sales has also increased due to share increase in high-street and improving store brand loyalty. The 
confidence gained from this implementation of proactive strategy together with the cash generated from 
retailing has given strength to main shareholder of FED to acquire its main retailing opponent: SOGO 
(Taiwan). This action caused huge noise in the retailing market. As it is out of research scope of our paper, 
we are not going to discuss it in details. However, this did show us the hyper competition in the retailing 
market here in Taiwan. We will discuss the innovation of FED in the followings.  
           
 
 
 
Value Added 
  
Experiment – 
Value 
 
 
 
 
 
 
 
 
Consumption – 
Value  
 
 
                 
 
Source: This Research 
 
Fig 2: Innovative Process of FED 
 
 
 
3rd - Generation 
 
Innovation Path 
 
 
2nd – Generation 
z Theme  Park ( Indoor )
z Cinema City
z 3C Hall 
 1st – Generation Cultural Events ( Limited ) 
Cultural & 
Educational Events 
( Diversified ) 
 
Amusement Items Augmented More Diversified
Shopping Merchandising Augmented More Diversified
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Living – Style & 
Fashion 
Leisure 
Food & Beverage Shopping 
 
Niche:  MetropolitanġShopping Centre. 
   In the Fig 2 above, it is clear that FED has altogether gone through three stages of change along the 
innovation path: The 1st – generation store is transformed from the original Department store with 
amusement & creations items being added to the sales. The 2nd – generation is then renovated around the 
concept that while people shop around the Department store, they may be happy to encounter with some 
cultural activities: like special performance, special lecture on daily & health matters. 
 And the latest Generation, which centres on the core Concept of FE21’Mega, includes Theme Park, 
Cinema City ˄for latest American Box movies˅, and 3C hall.  These new augmented items add 
experiment value to the consumption utility. This innovation path, moving from 1st - generation to 3rd – 
generation, demonstrates that retailing business should put more emphasis on experiment value which is 
valuable to customers and can create frequent patronage. 
3.2. Core Concept of Fe21’ Mega & Implementation Process 
As shown in Fig-3, the core concept of FE’21 Mega is to provide metropolitan consumers with a one –
stop shopping & leisure service. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig 3: Core Concept of Fe 21’ Mega. 
The Concept is now almost basic for any shopping mall theory; however, for local department store or 
consumers here, it is only after they personally experience this one-shop shopping experience during 
travelling abroad would they start to recognize that this must replace the old way of Department store 
concept. 
  How FED comes out with this idea can also partially corroborate the above argument. During our 
interview with management in one local FED department store (which currently incorporates the FE’21 
Mega into its renovation & made a very successful re-opening), we found that Top management of FED 
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did realize the urgent need for local retailing business to renovate itself to be globally competitive, and 
they must try every possible to carry out this process as soon as possible. 
3.3.  Next Agenda: Business  Innovation 
. Free trade treaties would help our foreign trade but it will also increase the competition level of 
domestic markets as access to market is increased. So innovation seems the key to success and survival of 
all business here. Retailing industry which has taken the golden opportunity of past decades to grow and 
expand should also prepare itself well for this globalization trend. Meanwhile global concern for more 
greener and healthful retailing environment also pose an immediate challenge to FED as well as other 
larger merchandisers here. Stieglitz (2006) [6] once proposes that we should promote the concept of 
Green GNP, and global financial institute may help to make loan to third world countries according to 
their efforts on this agenda. And now it seems that business firms in Taiwan should also take 
consideration of this point. 
4. Conclusions and Discussions 
 The above restructuring & renovation case of FED, though short in nature, has still explained how a 
locally-bound traditional department store should and can renovate it facing global competition in the 
wake of WTO.  Though to what exact extent can the innovative FE21’MegA contribute to the eventual 
success of FED remains to be clarified, and this paper keeps no intention to obscure this point. 
 However, from the limited sources of data we have gathered through interviews and random 
customers survey, it is can be certain that at least up to this point, the innovative FED case is a rather 
successful one.  And people having witnessed the old day service & quality of traditional department 
stores in FED praise rather highly the FE’21MegA case.  Thus once again, this case seems to corroborate 
the old tenet of Schumpeter (1961) that only innovation can bring a real growth and development 
economically, which benefits both customers as well as entrepreneurs. 
 Secondly, in the age of globalization of retailing industry, there is still living space for relatively a 
smaller local player, if it can churn out ways to restructure and renovate. For example, In the case of FED, 
it reinvents and renovates itself without entering and formal joint-venture or alliance with global players, 
though it does benefit or learn from them for some innovative retailing ideas.  Of course this does not 
undermine or to say least of excluding the importance of global competition in bringing out local 
innovation.  Indeed, we are also doubtful FED will take any blunt actions to reinvent it if it is not for the 
sake of warding off foreign pressure in the disguise form of ever-increasing local competition. 
  Finally, this case is discussed in the context of liberal and competitive market like that of Taiwan; 
whether it is applicable to other less liberal market (like that of China) is an interesting topic for further 
study.  Though, there is ample evidence showing that Retailing Market in China is also entering into the 
stage of high competition, still it is somewhat protective and foreign players are bound in their location 
and merchandising strategy.  State-own firms often enjoy more benefits and marketing privileges. One 
report says that even the global dominant player like Wal-Mart is feeling some sort of powerlessness in 
face of this situation, not to mention other less eminent foreign firms.  If this case can be of any value to 
the policy makers in China, it is that only by opening-up of domestic market, could the local players be 
expected to be innovative and competitive globally.  
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